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MATT ER OF: r lttfitiof c otherS s24tda o t 4 of
th Frt, 112rrillAc t# 7 Ue~e" 344,

DIGEST: . or pu&rtmes of Iesti, "tst M -111 .t land-
x.-t fun4sx bnus rated ".Io bettor bt an oi

te con2idered tY VLeatrict o: sa as ConsLt-
w~~n8.,=f 0l^.t! VUatt lu m^aunn,- Q_, t-:a

;!,..G ^ a Used V-1 wc *C" Zia tw. Gve#122

2 . ?~rpute'..a of tnwsstft Viral lbrrU1 Azt And-
t.-zt ftnds, "rc.tt m-n ?txtlc' to too br8 t-d
-ub oltite t Oa uses as eaL ior wmat coaseittca

C"!' h:t I rl !!'' 3 IF t0v etM*a n.S nt^w"
phras a IodW in wh L* a X my ft
as t wit iLs rasonae and T-ru1ant.

Tshl* detsko to the hawr"Comlsoldcr of the District oft
ClMbia in iuruutt to th3 wenuest of v-ay 10, 1974, fr= the

;L _ %2zl atczLt to tha :a-- u-r r .3 o + v * s aS to
wuat co.w-mt-.tutes 'other s84 barmtS a. Lht rrass Ls uzse4 Su
84tCou 4 o* Lb* first hazir& AcI.t, Aa I _ L4

In our dcsiLon to tthi hayr of the t-lrict of Colu-bis
n SO Co. Gen* 712 (1971,# w discussed _wrmI 1eal poblms
To- to Ut LtnvStmI of the Lamd-mme dmt to F rt c. 3 -

%I U1lto, tut rid brn u-It to "a sr-zsio1xS C" e 2! il
La 9U-J2A app>VeV 1U1 k, 1ig3., 62 $CaL Z41. o1ie Qttd thAl
Section 4 of Leb First 1*vvil At renuires that the r o* ss be
i1msted ia# smom otber thins. "bods of Cm Lited States ar
o to S1taes of sofie othsis .'d" CZ~haa:6 supp"Od.)

Vtth rspect to lantiw "other 'e boadW* aold be lfstmal
boad L orw dwcsios we tateW Am partiat part thats

' * * Tilt appmms fmm the leter of Saptember 2z
1970,£ f th AssociAte (omlsumooe for Ultrer Rdwitong
qmted to pert *bove that IW considers bw ppmv"
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for Investments bv fiduciaries hb Rule 23 of the Pules
of the United sitatC$ ]Llstrict Court tor the District
of Columbia to be 'other safe bonds.' We agree with
E2Ws deter:ination that bonds aproved for Invest-
ents by fiducLaries izay be couzUiere4 cther safe
bonds.' Therefore, it is our view that the District
may invest its land-grnt fuads in industrial bondS
which are arproved for inLuvestt by fidu=iaries

Since we issued that decision the conts of the DIstrict of
Col=Uia ;nav bca:- &ao a-±zei d thci = -7,;c raai a; 1'at o£
arintroved &ccuritias. i la 23 of the local l-ted States District
Court %nlch toYOverned inveslents iu thie jivt-ct by iiduciarios
iz5 Lei'= evizsad wad l] a iJ itu cf t-ic V L Wu43ia

Su-erior Court. The rew rule Provides that fiduciaries are to he
governed by the so-called "prudent =an rule" lwhch, essentially,
requires trustees to exercise their jud it An a maner eiuivalent
to that of a raaaoaable &itl 'xdnt r=n c;-xed i3 his on affairs
taking into accouazt all relevant cercmstanceaO

Your Si1eial UAsstat' voints out that urdar Rule 306 there is
no lon8er a procise standard and he describes several possible
lterpretations as follows

.'3 that other afe bonds' nclude bonds dammed
to meet the pyrudec test of 'Wle 306.

"i. 'that bo^ds ralted A or batter by one of the
loading ratin. sarvices such as *tooys or
Standards and Poors b deeaaa to met tbe
test.

"3. that sam other elevant par^ater or
p&olters be renired in ad ttfos to the
one Sat torth in nCT tf' aWV,,'

In effect OWr iews are "queste an t alteatives.

The Frat Morrill Act mentions "other ie bonds" in cont-t
vith Federal and State bond obligations, or ,ere the State has no
bonds, vith securities agreed to by the Stu Legislature. The
leisaltivo history of te -act indicates t the mmies derived by
the States (and the District) are to be iuad couservattoviy
with prime m2ortence oan LUw valntnance of the prinaioal "ot.

If the princivaL is dininhad it would ham tob\e restored by the
Distrlet. _5) C=V. Ca. 712, 716 (1971). Tha Deparmnt of Health,
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Educatton. and 'elfare (MW4)-hith adinisters the First oerrilll
Act and vich receves aud, reviews the an-A I reports rsuired by
that act-felt in 1970 that these funds should be invested Lu the
pecif'c bonds listed by the court under tocr RlUe 23 a=4 ue

understand tht the bonds n that list vere selected using very
cowryative standards.

Ve facl the so.cialed. "orudent m= rule" is both too boad and

istoricaili beea established ior investment ox tzese tuads. :.ea
ray veil differ ovcr what is reasonable prudent. -L` ..-derst4d

C--' Li-a ljaz-; Writ Lor,45 rL vLLI 'A Or ti4b 0;-_ OL L.>
xdlne,, ratinw, services would Aenerally be conniderA sane bon.,t;

Acoruingly, wa would not oabjecat to dailulm' 'othar "Le boada" as
Lt4so ratcd A or oetter by 634 oC iiIw ra. w.ai ,
aubjcct to any further restrictions which H-P._--4th which we
beliee the District should coemltmeay Impose.

ILF.KELLE
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